THIS PROPOSED RULE IS SUBMITTED FOR PUBLIC COMMENTS AFTER INPUT FROM
INTERESTED PARTIES AND IS TO BE USED SOLELY FOR DISCUSSION PURPOSES AT THE
PUBLIC HEARING ON THE PROPOSED RULE. UNDER NO CIRCUMSTANCES IS THIS PROPOSED
RULE TO BE USED TO DETERMINE TAX LIABILITY AND OR EXEMPTIONS.

AMENDATORY  SECTION (Amending WSR 02-19-004, filed 9/4/02,
effective 10/5/02)

WAC 458-16-115 Personal property exemptions for household
goods, furnishings, and personal effects, and for the head of a
family. (1) Introduction. This rule explains the personal
property tax exemption for household goods, Tfurnishings, and
personal effects. It also explains the exemption available to
the head of a family for otherwise taxable personal property up
to a value of three thousand dollars. These exemptions are
provided by RCW 84.36.110. (For rules dealing with exemptions
of intangible personal property under RCW 84.36.070, see WAC
458-50-150 through 458-50-190.)

(2) Exemption for household goods, Tfurnishings, and
personal effects. All household goods and furnishings actually
being used to equip and outfit the owner"s residence or place of
abode and all personal effects held by any person for his or her
exclusive use and benefit are exempt Tfrom property taxation.
Any household goods and furnishings or personal effects held for
sale or commercial use do not qualify for this exemption. RCW
84.36.110(1).

(a) What are household goods and furnishings? "Household
goods and furnishings”™ are all 1i1tems of tangible personal
property normally located in or about a residence and used or
held to enhance the value or enjoyment of the residence,
including i1ts premises. The phrase includes, but is not limited
to, movable items of necessity, convenience, or decoration, such
as furniture, appliances, food, pictures, and tools and
equipment used to maintain the residence. Personal property
qualifying for this exemption retains its exempt status while
temporarily in storage or while being used temporarily at
locations other than the owner®s residence.

"Household goods and furnishings”™ do not include items of
personal property constructed primarily for use independent of
and separate from a residence such as boats, motor vehicles,
campers, and travel trailers. However, certain motor vehicles,
campers, and travel trailers may be entitled to an exemption
from property taxation under RCW 84.36.595. Also, some boats
may be wholly or partially exempt from property taxation under
RCW 84.36.080 and 84.36.090.

(b) What are personal effects? "Personal effects” are
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items of tangible property of a personal or intimate nature that
usually and ordinarily accompany a person such as wearing
apparel, jewelry, and articles of a similar nature. RCW
84.36.120.

(c) When are household goods, furnishings, and personal
effects not exempt? Personal property held for sale or used for
any business or commercial purpose does not qualify for the
household goods exemption. Thus, property used to equip and
outfit a motel, hotel, apartment, sorority, fraternity, boarding
house, rented home, duplex, or any other premises not used by
the owner for his or her own personal residence or place of
abode does not qualify for this exemption. Likewise, a
hairdresser who uses any portion of his or her home as a beauty
salon cannot claim a household goods exemption for personal
property held for sale or otherwise used iIn the business.
Business iInventories, however, are exempt from property taxation
under RCW 84.36.477.

Following is a nonexclusive list of items that are exempt
as household goods or furnishings i1f they are used 1iIn a
residence or place of abode but are fully taxable i1If they are
used for business or commercial purposes.

(i) Desks are exempt as household goods i1f they are used in
a residence but are taxable iIf they are used iIn a business
office, iIncluding an office located in the owner®s residence.

(i1) Silverware and china are exempt 1f they are used In a
residence but are taxable If they are used In a restaurant.

(iti) Art or other collections are exempt if they are
located iIn a residence but are taxable 1t they are located in a
public display or used for commercial purposes.

(iv) Power equipment such as lawnmowers used exclusively to
enhance the value or enjoyment of a residence, including its
premises, are exempt, but they are taxable when used to maintain
a golf course or for any other business or commercial purpose.

(3) Exemption for the head of a family. Each head of a
family 1i1s entitled to an exemption from his or her taxable
personal property In an amount up to three thousand dollars of
actual value. RCW 84.36.110(2). For purposes of this
exemption, "actual value™ has the same meaning as "“true and fair
value"™ as defined in WAC 458-07-030. The taxpayer must qualify
for the head of a family exemption on January 1st of the
assessment year (the assessment date) or the exemption is lost
for taxes payable the following year. As noted above, household
goods, furnishings, and personal effects not used for business
or commercial purposes are exempt Tfrom property taxation;
therefore, the exemption for the head of a family does not apply
to such property.

(a) Who qualifies as the head of a family? The exemption
for the head of a family applies only to individuals (i.e.,
natural persons); i1t does not apply to artificial entities such
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as corporations, limited liability companies, or partnerships.
The "head of a family”™ includes the following residents of the
state of Washington:

(i) Any person receiving an old age pension under the laws
of this state;

(i1) Any citizen of the United States, over the age of
sixty-five years, who has resided in the state of Washington
continuously for ten years;

(iti1) The husband or wife, when the claimant iIs a married
person, or a surviving spouse not remarried; and

(iv) Any person who resides with, and has under his or her
care and maintenance, any of the following:

(A) His or her minor child or grandchild, or the minor
child or grandchild of his or her deceased spouse;

(B) His or her minor brother or sister or the minor child
of a deceased brother or sister;

(C) His or her father, mother, grandmother, or grandfather,
or the father, mother, grandmother, or grandfather of a deceased
spouse; or

(D) Any of the other relatives mentioned in this subsection
who have attained the age of majority and are unable to take
care of or support themselves.

(b) What property is not exempt? The personal property
exemption for the head of a family does not apply to the
following:

(i) Private motor vehicles. A "private motor vehicle” is
any motor vehicle used for the convenience or pleasure of the
owner, which carries a licensing classification other than motor
vehicle for hire, auto stage, auto stage trailer, motor truck,
motor truck trailer, or dealer®s license. RCW 84.36.120;

(i1) Mobile homes. A "mobile home™ is a trailer designed
for human habitation, which is capable of being moved upon the
public streets and highways and is either more than thirty-five
feet 1n length or more than eight feet in width. RCW 84.36.120;

(in1) Floating homes. A "floating home'™ is a building on a
float, used iIn whole or in part for human habitation as a
single-family dwelling and is on the property tax rolls of the
county in which it is located. A floating home is not designed
for self-propulsion by mechanical means or by means of wind.
RCW 82.45.032; or

(iv) Houses, cabins, boathouses, boat docks, or other
similar improvements that are located on publicly owned land.

(c) Examples. The following examples identify a number of
facts and then state a conclusion. These examples should be
used only as a general guide. The status of each situation must
be determined after a review of all of the facts and
circumstances.

(i) A husband and wife operate a catering business as a
limited liability company (LLC). The wife also operates a

[ 3] OTS-9058.1



consulting business as a sole proprietor out of the family home.
Husband and wife are not entitled to the head of TfTamily
exemption for property held by the LLC. However, the wife is
entitled to the head of family exemption for the taxable
personal property used In her consulting business.

(i1) Jane Doe i1s a citizen of the United States, over the
age of sixty-five, and has resided in the state of Washington
continuously for over ten years. Jane owns a Tarm. She has
transferred title to the farm property, both real and personal,
into a trust. An attorney is the trustee, and Jane is the sole
beneficiary. Since Jane Doe has beneficial ownership of the
trust property and she qualifies as the head of a family, Jane
may claim the head of a family exemption for the taxable
personal property held in the trust.

(4) How do the exemptions included iIn this rule affect
listing? If the county assessor is satisfied that all of the
personal property of any person 1i1s exempt from taxation, no
listing iIs required by the owner or taxpayer. IT the value of
taxable personal property exceeds three thousand dollars, then
the taxpayer must make a complete listing, and the assessor will
deduct three thousand dollars from the total amount of the
assessment and assess the remainder. RCW 84.36.110(2).
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